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With the process of economic globalization and trade liberalization, tariffs, export 
subsidies and other trade barriers continue to decrease and the strategic trade policy is limited 
gradually.Governments began to seek new tools to replace the Strategic Trade Policy and 
continue to serve their rent-seeking behavior. At the same time, The pollution from the  
pollution-intensive trade sector challenge the local and global environmental carrying capacity, 
which crash with the improving living standard , environmental awareness and requirements 
of the public.The strategic environmental policy emerge and become the hot issue of  
international economics and politics.  
Compared with experienced developed countries, China is unfamiliar with the theoretical 
research and practical manipulation of strategic environmental policy .There is little theory 
and strategic countermeasures study based on strategic environmental policy framework for 
China.This paper attempts to construct theoretical models which capture the charaterristics of 
China and provide appropriate theoretical basis and targeted strategic measures for China 
under the context of strategic environmental policy.We relaxe the symmetry assumption of 
environmental issues such as abatement costs, emission factor and marginal environmental 
damage and allow the environment issues heterogeneity between the developed countries and 
developing countries, in which the developed countries have more advanced abatement 
technology, environment-friendly production technologies. 
The distinctive features of North-South competition and North-South trade closely 
related to strategic environmental policy is that China has more uncultured clean production 
technologies and abatement technology. The increasingly serious environmental problems 
recently in China also show lower marginal environmental damage is no longer comparative 
advantages and southern countries with lower environmental damage in the general 
north-south model can not capture the true state of our country and derive more reliazble 
conclusions.  
We relax the symmetry assumption of the emission factor and abatement cost in north 
and south firm,which is closely related to the environment problem, and investigate the effect 
of North-South heterogeneity of bilateral reduction technology and clean production 
technology, consider the rising environmental damage in China to characterize competition in 
the international market and North-South trade in pollution-intensive industry. Under this new 















and strategy environmental policy, the strategy environmental policy under the cournot 
competition and price competition, and the causes and impacts of the carbon tariff proposed 
by EU and US. We also make numerical simulation by Matlab to test the theoreotical 
proposition.Finally we make some suggestion from strategy environmental policy to promote 
the sustainable trade, economic development based on the conclusions of theoretical research 
and quantitative investigation. 
We derive the main conclusions as follows: (1) With the process of trade liberalization the 
decline of export subsidies lead to environmental dumping and deterioration of export 
countries welfare, while the tariffs decerase to improve the environmental standards, raise the 
welfare of exporting country, deteriate the welfare of export country. Trade liberalization 
improve the environmental quality in export country under both tariff and export subsidies. (2) 
Even though the strategic environmental policy is not conducive to help domestic enterprises 
get leadership, countries have incentive to implement strategic environmental policy, which 
provide environmental subsidies to help domestic enterprises capture rent. In addition, 
cooperative environmental policy is in line with the interests of the two countries while fall 
into the prisoner’s dilemma.The countries have incentives to default and the non-cooperative 
environmental policy is comparatively stable equilibrium.On the other hand ,the strategy 
environmental policy level is not robust on the enterpirse competition models,which is 
stronger than the optimal environment policy under price competition and weaker than the 
optimal environment policy.Especially, the asymmetry assumption differentiate the EOS and 
cooperative environmental standard between the developed countries and developing 
countries. The numerical simulation by Matlab confirmed the proposition. The north country 
have weaker optimal environmental standard, cooperative environment policy and strategy 
environmental level. (3)The numerical simulation find that the lagged eco-friendly production 
technologies, abatement technology in south country also reduce the level of production, the 
profit and the welfare level in south contry while improve the level of production, the profit 
and the welfare level in north contry.(4)trade expand production and improve the welfare of 
all countries while increase carbon emissions. The heterogeneity between north and south 
countries make the benefit of trade liberalization distribute unevenly between the north and 
south countries.(5)The unilateral carbon tax by north country is inversely proportional to the 
the marginal environmental damage, the asymmetry of eco-friendly technology ,cross-border 
pollution and related with the abatement costs.The unilateral climate policy reduce carbon 
emissions by north companies but increase the carbon emissions by south countries and the 















emissions. Furthermore the unilateral carbon tax reduces the international market share, 
profits of EU firms and total trade volume while promote the market share , profits of other 
contries and the environment of EU.（6）The abatement subsidies alleviate this distortion and 
improves the abatement degree ,the profit of EU, the global environment and the welfare of 
other countries. However the abatement subsidies do not affect the optimal yeild of two 
countries.(7) Carbon tariffs reduce the production scale of pollution-intensive industry, the 
carbon leakge and the overall emissions while worsen the welfare of developing countries. 
The carbon tariffs help improve the welfare of the developed countries and the world when it 
is within reasonable range. However when it is above certain level, the carbon tariffs would 
reduce the exports of the developing countries and the global welfare to lower than the level 
before the unilateral carbon tax while increase the carbon emissions and profits of EU to 
higher than the level before the unilateral carbon tax. (8) The numerical simulation by Matlab 
confirmed that the eco-friendly technology heterogeneity of the north and south weaken the 
effect of carbon tariff in promoting the profit and welfare of north country and the world 
welfare,while strengthen the role of carbon tariff in reducing the total emission 
reductions,corporate profit and the welfare of south country. 
We draw some inspiration follows: (1) Trade liberalization improve the environment 
quality of the exporting country eventhough there is north-south national environmental 
technology heterogeneity and strategic environmental policy. (2) Given the fact that trade 
liberalization is uncomplete, export subsidies is more desirable trade policy tools or barriers 
compared with the tariff and should get more tolerance. (3) The measure for environment 
dumping in developing countries should not be the level of developed countries ,the 
environmental policy cooperation between developing and developed countries is not able to 
take unified environmental policy level.(4) Improving clean production technologies and  
abatement technology has important strategic significance for southern countries.(5) The 
developing countries should improve their own environmental policies regulatory system, 
especially in the pollution-intensive gold companies and countries to improve the welfare of 
the south country,which not only improve the quality of the environment but also avoid 
carbon tariffs from developed countrie and corporate profits extracted by the north country. (6) 
It should be wary of carbon tariffs as trade protectionist tools and the negative aspect 
dominate the positive effect of carbon tariff. On the other hand the effectiveness of carbon 
tariffs is debatable, carbon tariff should be cautious. 















policy suggestions from international cooperation level , government functions level, industry 
level and trade level in the strategy environment policy context. 
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